SENATE BILL REPORT
SB 5881

As of March 7, 2014

Title: An act relating to revenue.
Brief Description: Relating to revenue.
Sponsors: Senator Hill.

Brief History:
Committee Activity: Ways & Means: 3/10/14.

SENATE COMMITTEE ON WAYS & MEANS
Staff: Steve Jones (786-7440)

Background: In 1993 the voters of the state established, by initiative, an expenditure limit
for the state general fund. In its current form, the state general fund expenditure limit for any
fiscal year is the prior year's expenditure limit, increased by a fiscal growth factor consisting
of the average growth in state personal income for the prior ten fiscal years.

Under legislation enacted in 2012, the Legislature must enact a budget bill that leaves a
positive ending fund balance in the state general fund and related funds. In addition, the
projected maintenance level for the budget in the ensuing biennium may not exceed available
fiscal resources. Available fiscal resources are the existing fund balances plus the greater of
(1) the official revenue forecast for the ensuing biennium, or (2) an assumed revenue increase
of 4.5 percent for each year of the ensuing biennium. The projected maintenance level is the
continuing cost of existing programs and services, monies transferred into the Budget
Stabilization Account, and excluding, for the 2013-15 and 2015-17 biennia, the cost of
complying with the constitutional requirement to fund basic education under the McCleary
ruling of the state Supreme Court.

Related funds means the Washington Opportunity Pathways Account — state financial aid
programs for higher education, and the Education Legacy Trust Account — enhancements to
education programs.

Neither the state expenditure limit nor the balanced budget requirement establish any
prioritization of state expenditures for any particular programs or functions.

This analysis was prepared by non-partisan legislative staff for the use of legislative
members in their deliberations. This analysis is not a part of the legislation nor does it
constitute a statement of legislative intent.
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The Economic and Revenue Forecast Council was established in 1984 to prepare an official
state revenue forecast for use in budget preparation by the Governor and the Legislature. The
council consists of two persons appointed by the Governor and four persons representing the
four political caucuses of the Senate and House of Representatives.

The Budget Stabilization Account, also known as the Rainy Day Fund, was created in the
state Constitution in 2007. One percent of general state revenues are deposited into the
account each fiscal year. Monies may be withdrawn from the account and appropriated by
the Legislature under three circumstances: (1) if the Governor declares an emergency
resulting from a catastrophic event; (2) if annual state employment growth is forecast to be
less than 1 percent; or (3) the appropriation is made by a 60 percent vote of each house of the
Legislature.

Summary of Bill: The bill as referred to committee not considered.

Summary of Bill (Proposed Substitute): From July 1, 2015, through June 30, 2025, two-
thirds of any expenditures of new revenue to the state general fund and related funds must be
made for state education programs, including K-12 education, early learning programs, and
higher education. New revenue includes the existing fund balances and is adjusted for any
transfers or diversions to or from the state general fund and related funds, but excludes

constitutional transfers to the Budget Stabilization Account.

The calculations necessary to determine compliance with this requirement will be performed
by the Economic and Revenue Forecast Council.

Appropriation: None.
Fiscal Note: Not requested.
Committee/Commission/Task Force Created: No.

Effective Date: The bill takes effect if ratified by the voters at the next general election.
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